
Amplify Your Performance and 
Profitability Insights

SAP Solution Brief
SAP Analytics | SAP Profitability and Performance Management

 

BenefitsSolutionObjectives Quick Facts

©
 2

02
0 

SA
P 

SE
 o

r a
n 

SA
P 

affi
lia

te
 c

om
pa

ny
. A

ll r
ig

ht
s 

re
se

rv
ed

.



2 / 10

Advanced modeling and granular 
insights drive better decisions 
Give your decision-makers the flexible modeling tools and granular insights they 
need to uncover hidden sources of business value and understand, control, and 
reduce costs while improving finance and business processes. Help them make 
strategic decisions that optimize performance and maximize profitability: introduce 
them to the SAP® Profitability and Performance Management application.

Seeing clearly how the business runs, how value 
is generated and flows through it, where costs  
reside, and where profit potential exists can be 
key in becoming a best-run company:
 • Models of cost and profitability can help 
optimize the cost base, realize diligence in cost 
management, and offer an opportunity to  
maximize profit potential

 • Models of business process can help eliminate 
waste, reduce cost, introduce automation, and 
optimize efficiency 

 • Models of internal services can help identify  
accurate service costs for efficient cross-charg-
ing while ensuring optimal resourcing

By constructing flexible yet sophisticated  
financial and business process models that are 
closely attuned to enterprise needs and deliver 
accurate results in real time, organizations can 
create insights that help expose, explore, test, 
and optimize the sources and flows of value in 
their business. In doing so they can make more 
strategic, competitive, and confident decisions 
that can help optimize the bottom-line.

Advanced modeling and granular 
insights drive better decisions
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Looking below the surface can reveal 
the true performance story 
Your business is unique, and so are your business 
processes. The way you model and manage these 
processes and use the data they generate will  
determine whether you can make the speedy, 
competitively driven decisions necessary to  
become a leader or remain one of the followers.

Analyzing top-line revenue, profitability, and  
direct cost data will help you measure, monitor, 
and report the financial health of the  
organization. But this is just a part of the picture: 

to truly understand and manage performance 
you need to look deeper than the surface level 
and reveal the story beneath the numbers. You 
need to identify the business and value drivers 
within the organization so that the insights you 
create will give you the ability to make truly in-
formed decisions that help guide your business 
towards optimal performance.

Collaboratively create and test complex business and 
financial models relevant to your business. 
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Looking below the surface can reveal 
the true performance story

Empowering business users with the 
tools they need

Create models that are attuned to your 
business

Build flexible models to drive better 
business performance

Accelerated, actionable, insights can 
power greater agility

Powerful allocation and calculation  
enables detailed analysis
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Empowering business users with the 
tools they need
As you know, more revenue does not necessarily 
mean more profit. Cost reduction strategies may 
reduce the cost-base, but what effect will this 
have on product and service quality? Adding a 
new production line may increase plant produc-
tivity, but what’s the environmental impact in 
terms of carbon production or the product cost 
impacts of additional material goods or labor  
required? Or the channel cost impacts of getting 
the finished product to market?

SAP Profitability and Performance Management 
can empower business users with easy-to-use 
advanced flexible modeling tools for  
constructing business-relevant profitability and 
performance models along with granular analysis 
capabilities. This can help them to understand, 
assess, and make critical business decisions 
quickly and efficiently.

Empower your team to make strategic decisions relating to 
products, customers, and channels that bring the highest 
return with the minimum risk.
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Create models that are attuned to your 
business 
Modeling can radically improve your visibility into 
the sources of organizational performance. SAP 
Profitability and Performance Management can 
help you build, maintain, and utilize sophisticated 
financial and business models. 

The application comes with sample content for 
many use-cases to create models relevant to 
your specific business needs, including:

Profitability and cost management
• Insights created by building complex multi-step 

cost allocation models, and driver-based 
models, across multiple business dimensions 

• Cost and profitability of products, services, 
customers, and channels to inform strategic 
decisions related to product planning, resource 
allocation, and routes to market

• Industry-relevant models, for example, airline 
route profitability or modeling profitability in 
manufacturing, chemicals, oil and gas, 
banking, insurance, telecommunications, and 
public sector

Operational transfer pricing
• Easily construct complex models of an end-

to-end manufacturing process to manage and 
optimize operational transfer prices across the 
global value chain, improve liquidity transfer 
pricing rate modeling, and model the 
inter-company recharging process and the 
calculation of tax, markup and duty. This can 
help to reduce cash leakage by modeling cash 
flow dynamics and help you to focus on 
improving efficiency in revenue and cost 
transfer for intermediates, licenses, services, 
and products
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Build flexible models to drive better 
business performance 
Tax calculations
 • Be compliant yet flexible to differing  
operational realities and legal requirements. 
Use sample content to help create end-to-end 
corporate group and legal entity tax models 
and simulations. Improve direct tax  
calculations like income and deferred taxes for 
an enterprise group 

Sustainability management
 • Optimize performance while meeting ethical, 
social, environmental, and regulatory  
compliance requirements. Create models 
for calculating organizational environmental, 
social, and governance impacts for  
comprehensive reporting. Model end-to-end 
value chain sustainability analysis as well as 
product-specific carbon footprint analysis, 
helping to establish a consistent, efficient, 
transparent, and auditable process

Process mining 
 • Determine the real drivers of value by creating 
business models for process mining and  
analysis – order to cash, purchase to pay, 
accounts payable, and accounts receivable 
– helping identify and eliminate non-value 
adding activities, reducing costs, and improving 
efficiency

IT cost management and shared services  
costing
 • Turn cost centers into profit centers by  
enabling IT, HR, legal, and other services to 
charge for their services. Create detailed 
shared-services invoices based on models and 
then accurately cross-charge internal  
customers for the services consumed
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Accelerated, actionable, insights can 
power greater agility  
The ability to quickly allocate and analyze cost 
and profitability data at a granular level can be 
crucial for rapid business responses. Ultrafast  
access to calculated results from massive 
amounts of data can give your business and  
finance users plenty of time to analyze  
results. Combined with powerful real-time ‘what-
if’ scenarios and the ability to simulate and  
compare various business outcomes, your teams 
can gain the agility and confidence to make quick 
and insightful strategic decisions, in the moment, 
that positively impact the bottom line.

You can also:
 • Put users firmly in control to define the analysis 
they want when they want it

 • Provide users with timely results from the SAP 
HANA® database, which can perform superfast 
calculations on huge data sets from any data 
model

 • Give users the tools to test the impact of 
potential decisions by running simulations and 
performing what-if and scenario analysis

 • Keep team confidence high by providing full 
traceability and transparency end-to-end, with 
the additional support of innovative value flow 
diagrams
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Powerful allocation and calculation  
enables detailed analysis
SAP Profitability and Performance Management 
delivers a powerful calculation engine capable of 
multi-step complex cost allocations. Utilizing the 
speed and power of the SAP HANA database for 
ultrafast granular analysis on massive amounts 
of data, it can offer instant insights to profitability 
results and KPIs to fuel business decisions in the 
moment. 

The software supports a range of allocations 
methodologies, including activity rate–volume 
methods and is capable of risk, capital, and  
solvency calculations. This allows you to respond 
to tightened costs, accelerate reporting cycles, 
and improve transparency for identifying  
loss-making business. You can create an  
integrated cost-distribution model of rates and 
rules for various cost allocations, for example:
 • (unit cost rate) (volume)
 • Cost-to-FTE ratio

With this scalable, enterprise-class application, 
data from multiple sources can be used to  
calculate cost and profit results swiftly without 
data replication and with automation of repetitive 
routines. The near-real-time flow of calculated  
results from financial and business models  
locally and globally can put deep and detailed 
cost and profit insights into the hands of  
decision-makers when it’s wanted. 
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Harmonize enterprise processes around 
complementary insights
SAP Profitability and Performance Management 
is built on SAP HANA software, with native  
integration to applications that run on the  
platform. Superior, quick integration to SAP  
solutions and third-party software means you 
can complement your existing data and  
harmonize and orchestrate business processes 
and reporting capabilities. 

You can integrate calculated results into  
established month- and year-end close activities, 
planning cycles, and visualizations and extend 
them across your enterprise. 

SAP Profitability and Performance Management 
allows you to:
 • Connect to enterprise software systems and 
data

 • Amplify and complement your existing SAP 
S/4HANA® software and SAP Analytics Cloud 
solution insights by going to a deeper and 
richer level of detail that expands  
understanding and fuels better decisions

 • Integrate with your other SAP systems and 
drive additional insights, without replication 
or data redundancy: SAP S/4HANA, SAP 
BW/4HANA, SAP Analytics Cloud, and SAP 
Business One solutions, SAP ERP, SAP  
Business Warehouse, and SAP Business 
Planning and Consolidation applications, and 
industry-specific data models, such as those 
used in the SAP Big Data Margin Assurance 
solution and SAP Financial Services Data  
Management software

 • Integrate with SAP and non-SAP business  
intelligence tools

SAP Solution Brief

Harmonize enterprise processes 
around complementary insights
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Summary
Empower your decision-makers with the flexible 
modeling tools and real-time actionable granular 
insights they need to understand and improve 
business processes. Help them make strategic  
decisions that can optimize performance and  
maximize profitability with SAP Profitability and 
Performance Management.
 
Objectives
 • Amplify visibility into cost and profitability
 • Make cost reporting and analysis more efficient
 • Construct sophisticated financial and business 
models that help:

 – Accurately model funds and liquidity transfer 
pricing

 – Optimize intercompany prices across the 
global value chain

 – Improve transparency into shared services 
costing and cross-charges.

 – Optimize performance while meeting  
sustainability targets

Solution
 • Easy-to-use drag and drop user modeling 
interface

 • Best practice sample content aids  
sophisticated model development

 • Multiple allocation methods and revenue 
models

 • Model cost and profitability drivers across  
customer, product, and channel dimensions

 • Real-time simulations and what-if scenarios
 • Fully transparent and auditable  

Benefits
 • Make better, more informed, data-driven  
management decisions

 • Minimize costs and maximize profitability 
across the business

 • Improve the performance of business  
processes that require deep, accurate cost and 
profit insights

Learn more
Call your SAP representative, or visit us online.

SAP Solution Brief
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https://www.sap.com/products/profitability-and-performance-management.html
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